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KEY ECONOMIC INDICATORS 
as Of January 1, 


The average exchange rate for 1988 was $1 = 1.98 guilders and $2.03 guilders in 1987. The average 
exchange rate for the first 11 months of 1989 was $1 = 2.14 guilders. All of the U.S. dollar 
figures below have been converted at the latter rate to facilitate comparability. Exchange rate 
shifts are responsible for the noncomparability of dollar denominated GNP growth figures below 
with Dutch data based on calculations in guilders. 


INCOME, PRODUCTION, AND EMPLOYMENT 1987 1988 1989 PCT. CHANGE* 
GNP at current prices ($ mill) 201,514 209,944 221,822 plus 5.6 
GNP at 1980 prices ($ mill) 170,729 174,322 180,888 plus 
Per capita GNP, current prices ($) 13,802 14,281 14,887 plus 
Per capita GNP, 1980 prices ($) 11,694 11,859 12,140 plus 
Plant and equipment investment ($ mill) 25,724 28,196 31,869 plus 
Indexes: 
Industrial production (1985 = 100) 101 101 109(OCcT) plus 
Avg mfg productivity (1985 = 100) 103 108 105(QIII) plus 
Avg manufacturing wage (1980 = 100) 1237 i25:.3 127.0(OCT) plus 
Retail sales (value): (1985 = 100) 105.0 105.0 113.0(SEP) plus 
Unemployment (000's) (period average) (S.A.)** 685 436 378 (NOV) minus 
Average unemployment rate (S.A.)** las 6.4 5 .6(NOV) 
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MONEY AND PRICES 
Money supply (M1) 7 mill, end of period) 48,667 51,656 55,260(QII) plus 
Money supply (M2) ($ mill, end of period) 81,951 92,689 101,671(QII) plus 
Public debt domestic ($ mill, end of period) 108,850 118,636 127,791 (JUN) plus 
Central Bank discount rate (end of period) Sato 4.50 7.0(DEC) 
Domestic private credit outstanding 28,533 44,607 62,471 (QII) plus 
($ mill, end of period) 
Wholesale price index: (1980 = 100)*** 105 .2 106.1 111.7(SEP) plus 
Consumer price index: (1980 = 100) 99.4 100.1 102.1(NOV) plus 


BALANCE OF PAYMENTS AND TRADE 

Gold and foreign exchange reserves 26,438 28,260 29 ,534(AUG) 
($ mill, end of period, incl valuation changes) 

Balance of payments current account a8 5.0 5 .0(QIITI) plus 
(transactions, $ bill, cumulative unadjusted) 

Balance of merchandise trade ($ bill, cum) 

Total exports FOB bill, cum) Dutch stats 

Total imports CIF ($ bill, cum) Dutch stats 

U.S. imports from Netherlands ($ bill, cum) 
(USDOC statistics) 

U.S. share of Dutch exports 

U.S. exports to Netherlands ($ bill, cum) 
(uSDOC statistics) (incl reexports) 

U.S. share of Dutch imports 


plus 


2.6(SEP) plus 
78 .8(SEP) plus 
76.2(SEP) plus 
3.5(SEP) plus 
3.5 (SEP) plus 
4.4(SEP) 

6.3(SEP) plus 
8 .5(SEP) plus 
8.3(SEP) 
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PRINCIPAL U.S. EXPORTS IN MILLIONS OF U.S. DOLLARS, 1988: Machinery and Transport Equipment (incl 
aircraft) $1,566; Animal Feed except grains, 3017 TMT****/$403; Oilseeds, 2155 TMT/$542; Chemicals 
$923; A.D.P. Equipment and Parts, $1,269; Tobacco, $118; Coal, 4521 TMT/$214; Analytical 
Instruments, $299; Telecommunication Equipment, $143. 


PRINCIPAL U.S. IMPORTS IN MILLIONS OF U.S. DOLLARS, 1988: Food and Live Animals, $231; Alcoholic 


Beverages eer), $299; Chemicals, $667; Business and A.D.P Equipment and Parts, $437; Refined 
Petroleum Products, $292; Specialized Machinery and Transport Equipment, $659; Iron and Steel 


Plates, $183; Measure and Control Equipment, $97; Electromedical and Radiological And Other 
Electronic Equipment, $335. 


SOURCES: Central Bureau of Statistics (CBS), Netherlands Central Bank, Central Planning Bureau 


(CPB), U.S. Department of Commerce, IMF International Financial Statistics 
NOTES: * Percentage changes compare full year results or estimates, when available, otherwise 


comparable periods ** new statistical series as of January 1, 1989 *** Excluding VAT 
**** Thousand Metric Tons (TMT) 





SUMMARY AND INTRODUCTION* 


In the Netherlands, a center-left government has taken over a dynamic 
economy. Gross domestic product is expected to grow more than 4 percent 
for 1989 as a result of high domestic investment and good export growth. 


The outlook for 1990 is also a good one, although growth is expected to 
slow somewhat. 


For the last several years, the Dutch Government has followed a policy of 
wage restraint, which has reduced cost per unit of output. Given that 
the average net return on equity was above 15 percent in 1988 and is 
expected to be even greater in 1989, there is likely to be considerable 
pressure for wage increases in 1990. The pressure will be compounded by 
a government decision to restore the link between social security 
benefits and the minimum wage on the one hand, and private sector wages 
on the other. The government accord between the Christian Democrats 
(CDA) and the left of center Labor Party (PvdA) sets the broad outline of 
socio-economic policies for the next several years. The government will 
continue its efforts to reduce the budget deficit as a percent of 
national income. The tax burden is to be stabilized. Spending on the 
environment will be greatly increased, and there will be smaller 
increases in other categories of social expenditures, including 
education, health, housing, and social security benefits. Defense 
spending will increase by very small percentages, if at all. 


The fall 1989 parliamentary elections and the ensuing process of Cabinet 
formation brought the center-left Labor Party into the ruling coalition 
with the centrist Christian Democrats in place of the right of center 

Liberal Party (VVD). Prime Minister Lubbers retained his position for a 


third term. Wim Kok, the leader of the Labor Party, was named Deputy 
Prime Minister and Minister of Finance. The new Minister of Economic 
Affairs is Koos Andriessen, a Christian Democrat who has served on the 
boards of many Dutch companies and as Chairman of the Netherlands 
Christian Employers Association. Foreign Trade Minister Van Rooy was 
replaced by Piet Bukman, who had been Foreign Assistance Minister in the 
previous Cabinet. 


The coalition accord sets the broad outlines of economic policy for the 
next four years. The accord provides for a change of emphasis in 
national spending, but leaves the basic goals of the previous government 
unchanged. New policy measures will boost public expenditures by 4.6 
billion guilders (about $2.3 billion) per year by 1994. The higher 
spending will be financed by a slight increase in the tax burden and a 
smaller-than-planned reduction in the budget deficit. The collective tax 
burden will rise during the next four years by 0.5 percent to 52.5 
percent of net national income. During the same period, the budget 
deficit is expected to fall to 3.25 percent of net national income which 
is 0.25 percent higher than originally planned. 


Spending on the environment will be increased by about 6 billion guilders 
($3 billion) during the period 1990 to 1994. Spending on education, 

housing, social security, and health will be increased by $1 billion in 
1990. The coalition accord calls for real growth in defense spending of 
just 0.6 percent in 1990 and 1991, with a freeze in 1992 and 1993. 
Defense spending will be reviewed in mid-1990 as the 1991 budget is 
repared. 


*This report was prepared in December 1989. 





The coalition partners agreed to permit the personal income tax 
reductions scheduled for January 1, 1990 to proceed. This wikl reduce 
the top rate from 72 percent to 60 percent and and will simplify the tax 
system. At the same time, a number of policies will be instituted that 
are aimed at reducing income differentials. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Situation: The Dutch economy is expanding rapidly. It is well 
on its way to reaching the official GNP growth target of 4.25 percent set 
for 1989. According to the Central Bureau of Statistics, real GNP grew 
an annual rate of 4.7 percent during the second quarter of 1989. 
Corporate investment during the first half of 1989 outpaced last year’s 
level by 6.1 percent. Investment has not been slowed by relatively high 
interest rates. Investors have been motivated by the high rate of 
capacity utilization, which has remained around 86 percent since last 
April, along with continued high demand, both domestic and foreign. 
Public investment during the first half of 1989 was unchanged from a year 
earlier. 


Increases in both prices and wages have been moderate. Wages and prices 
are expected to increase by 1.5 percent in 1989. The reduction of 
value-added tax (VAT) rates at the start of 1989 helped to keep price 
increases to about 1 percent. 


The value of exports of goods and services rose almost 13 percent during 
the first three quarters of 1989 from the same period in 1988. 
Merchandise exports to the United States were up 22 percent. For the 
first nine months of 1989, the accumulated trade surplus was $2.6 
billion, an increase of 25 percent over the same period of 1988. The 
current account surplus is expected to be about $5.5 billion in 1989, 
slightly higher than in 1988. 


Projections for 1990: There is wide agreement that the rate of expansion 
of the Dutch economy will slow somewhat in 1990. In large part this is 
attributed to slower increases in export demand, but domestic demand is 
also expected to weaken somewhat. Still growth is expected to proceed at 
3 percent after adjusting for inflation. The Central Planning Bureau 
(CPB) projected a growth of 3.2 percent in consumption in 1990, but other 
observers believe the figure will be closer to 3 percent. 


Investment growth will also slow next year. Government spending for 
improvements to the infrastructure and for environmental purposes will 
cause public investment to expand by 5 percent in 1990. Increases are 


projected by the CPB in both consumer prices (2.25 percent) and wages 
(3.2 percent). 


The recent political developments in Eastern Europe are not expected to 
have significant effects on the Dutch economy during the next few years 
because the Dutch level of trade and investment in those countries is 
very low. Most observers expect traditional Dutch presence to insure 
economic interest in that part of the world will grow slowly. 


Environmental Policy: On November 27, Prime Minister Lubbers presented 
to Parliament the new government’s statement on environmental policy for 
the next four years. The aim is to have Dutch production and consumption 
made compatible with conditions of sustainable development within one 





generation. Government, industry, and private citizens will each have to 
make a significant contribution, and painful measures will sometimes be 
inevitable. In the spring of 1990, a supplement to the national 
environmental policy plan will be submitted, to be called Nmp-Plus, which 
will include an 8 percent reduction in CO2 emissions. To finance this 
policy, a CO2 levy will be introduced, which, as of 1990, should yield 
$75 million per year. In 1990 this revenue will be spent on 
anti-acidification measures ($20 million), energy conservation ($30 
million), and promotion of public transport ($25 million). 


International Trade Developments: The Netherlands is the eighth largest 
U.S. export market in the world, and the third largest in Europe, before 
France. In 1988, the United States exported goods worth $10.1 billion to 
the Netherlands, while Dutch imports totalled $4.6 billion, leading to a 
$5.5 billion trade surplus for the United States. The Netherlands may 
also again provide the United States with its largest bilateral trade 
surplus in 1989. U.U. Department of Commerce figures for the first three 
quarters of 1989 indicate that U.S. exports to the Netherlands grew by 
17.6 percent from a year ago, whereas imports from the Netherlands grew 
by just 3.5 percent. Since the Netherlands has an overall trade surplus, 
the government is not unhappy at its bilateral trade deficit with the 
United States. These high U.S. trade surpluses are due both to the 
Netherlands’ position as a distribution center to the rest of Europe and 
to the Dutch free trade philosophy. The Dutch have been a liberalizing 
force within the EC councils, particularly in discussions on agriculture 
subsidies, rules of origin, and local content requirements. Moreover, 
the Netherlands was the second member state to privatize its 
telecommunications market, now one of the most liberal in Europe. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. trade with the Netherlands is developing favorably in response to 
the large exchange rate swings of the past three years, which have 
enhanced the competitiveness of American products on the Dutch market. 
Moreover, the accelerating pace of measures to unify the European 
Community’s market by 1992 offers the tempting prospect of free access to 
a market with 324 million consumers and a combined GNP approximately 
equal to that of the United States. The tempo of mergers, acquisitions, 
and other business alliances within the European Community has already 
picked up as firms have positioned themselves to take advantage of the 
improved market situation. Increased interest and activity among 
American firms alert to new opportunities is increasingly evident. The 
pace of new investments and of establishment of new business arrangements 
by U.S. firms in the Netherlands clearly is on the rise. 


There also has been a marked increase in the number of U.S. products 
imported into the Netherlands during the past year due partially to the 
low dollar rate. The Netherlands’ advanced transport infrastructure and 
extensive experience as one of Europe’s main distribution centers make it 
an almost ideal marketplace for U.S. products. The widespread use of 
English as an accepted business language makes the Netherlands an 
excellent beachhead for U.S. firms attempting to reach the mainland 
European market. 


The U.S. and Foreign Commercial Service (US&FCS) in the Netherlands has 
identified the following market sectors as those offering the best 
opportunities to U.S. exporters at the present time. The U.S. Foreign 
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Agricultural Service (FAS) represented at the American Embassy in The 
Hague has identified agricultural market opportunities in the 
Netherlands. Both US&FCS and FAS will assist U.S. exporters to establish 
or expand their sales in the Dutch market through a variety of 
promotional events (such as those listed at the end of this publication), 
facilitation of business contacts, and information gathering and 
reporting. To take advantage of these programs, contact the nearest 
office of the U.S. Department of Commerce located in major cities of the 
United States. Information may also be obtained on commercial programs 
by contacting Boyce Fitzpatrick, Netherlands Desk Officer, Room H-3043, 
U.S. Department of Commerce, Washington, D.C. 20230, telephone 

(202) 377-5401. U.S. exporters of agricultural commodities and food 
products should contact the U.S. Department of Agriculture, Foreign 
Agricultural Service, Washington, D.C. 20250. 


Pollution Control Equipment: Awareness of the environment plays a major 
role in the daily lives of the Dutch people. In 1988 the Dutch spent 1.34 
percent of their GNP on environmental protection, almost twice as much 
per capita as in the United States. The Dutch Ministry of Environmental 
Affairs has released an ambitious and expensive environmental plan 
covering the period 1990 to 1994. According to this plan, Dutch industry 
will be required to double its spending on environmental protection. By 
1994 industry will have to spend an extra $1 billion a year to meet 
stricter pollution control norms. 


Domestic production of environmental equipment reached approximately $908 
million in 1988. Imports accounted for 26 percent of domestic consumption 
or approximately $209 million. Because of the stringent measures, the 
share of imported pollution control equipment will increase appreciably. 


U.S. companies interested in entering this market should consider 
participating in the trade shows AQUATHCH (water) and ENVIRO 
(environmental control), held September 10-14, 1990 in Amsterdan. 


Business and Office Equipment: The total market for business and office 
equipment was $2 billion in 1988. The U.S. share of the market was $113 
million. Estimated market growth for 1989-91 is 15 percent per year. 
The U.S. Department of Commerce will participate with a U.S. Pavilion in 
the exhibition "EFFICIENCY 90," which will be held in Amsterdam, 

Oct. 5-12, 1990. EFFICIENCY is a major business and office equipment 
exhibition which attracted 90,630 visitors in 1989. 


Aerospace: In 1989 the total Dutch aerospace market is estimated at 

$1 billion with the U.S. market share of this at $700 million. Exports 
from the United States are expected to grow dramatically in 1990 and 
reach $1.2 billion due to major aircraft deliveries, which will account 
for $700 million. A further increase in sales can be expected between 
1992 and 1996 when the old generation Boeing 747, 737/200, and DC-10 are 
replaced by more fuel-efficient aircraft. KLM (the Dutch national 
carrier), Martinair, Transavia, and Air Holland are expected to invest up 
to $4 billion in new aircraft in the next four years, mostly American. 

In the mid-nineties, the European Airbus consortium is likely to increase 
its share of the Dutch market for long range wide-body aircraft. The 
Dutch commuter airline company NLM (part of KLM) will acquire 11 Saab 
340B (30 passengers) and 9 Fokker 50 (63 passengers) aircraft. Fokker, 
the Netherlands sole aircraft manufacturer, has 207 firm orders and 175 





options for its Fokker 100, and 114 firm orders and 18 options for the 
Fokker 50. Fokker’s plans for U.S. assembly at Lockheed have been 
dropped and expansion in the Netherlands has started. 


U.S. aerospace companies are encouraged to participate in the Paris Air 
Show (June 1991) and Farnborough Air Show (September 1990), which large 
groups of Dutch buyers and Air Force procurement officers attend. 


Computer Software and Services: The total market for comruter software 
and services is estimated at $3.29 billion in 1989. This appreciable 
increase over $2.65 billion in 1988 is due in part to substantial 
contracts for various Dutch governmental departments. The average annual 
real growth over the next three years is estimated at 15 percent for 
application packages and 10 percent for custom software and consultancy. 
U.S. software suppliers interested in selling in the Netherlands should 
consider participation in the U.S. Pavilion at Europe Software, May 
29-31, 1990, in Utrecht. 


Telecommunications: In 1989, the market for telecommunications equipment 
in the Netherlands is estimated at about $1 billion. Overall growth of 
telecommunications equipment is estimated at over 7 percent annually in 
the next three years. The statutory monopoly of the Dutch Telephone and 
Telegraph Company (PTT) was replaced on January 1, 1989 by a government- 
granted concession. Responsibility for providing the telecommunications 
infrastructure remains with the PTT, but the new structure allows for 
relaxation of the monopoly for peripheral equipment and services. The 
Netherlands has 6.6 million telephone connections and 8.5 million 
telephones. The PTT plans to replace all the electro-mechanical public 


switching exchanges with digital public exchanges by 1996. Coupled with 
this development, it began an impressive campaign in the mid-eighties to 
expand and digitalize the present network. The introduction of 

Integrated Digital Network Services (ISDN) is envisioned by the year 2000. 


Total imports of telecommunications equipment in 1989 is estimated at 
$700 million. With the liberalization of the market, particularly 
customer premises equipment, the growth rate of imports for the period 
1989-92 is estimated to increase 15 to 20 percent. U.S. 
telecommunications and data communications companies are encouraged to 
participate in a U.S. Embassy-sponsored exhibit at "EUROCOMM 90" in 
Amsterdam, December 11-14, 1990. 


Security Equipment: In 1989 total sales of security equipment and 
systems is estimated at $210 million. Sales by U.S. exporters were $30 
million. Estimated market growth for 1989-91 is 15 percent per year. 
Major competitors are West Germany with 26 percent, Japan with 24 
percent, and the United Kingdom with 15 percent of the import market. 
Private companies purchase 72 percent of security equipment while 90 
percent of security products and systems used by the Dutch are imported. 
The number of burglaries in private residences rose to 106,508 in 1987, 
double the 1980 level, while car burglaries reached 187,645. "SECURITY 
EXPO 91" will be held in Utrecht, September 1991. 


Automotive Equipment, Tools, Parts and Accessories: The total 

market for automotive equipment, tools, parts, and accessories is 
estimated to expand to $4.5 billion in 1990. A recent survey showed that 
25 percent of all automotive expenditures in the Netherlands are for car 





purchases and 75 percent for maintenance and repairs. Compulsory 
periodic safety checks have led to increased equipment sales, and the 
do-it-yourself trend is boosting the turnover of popular maintenance 
products and accessories. The Dutch market for automotive products 
relies heavily on imports. Some 80 percent of all automotive products 
sold in the Netherlands are of nondomestic origin. U.S. companies should 
consider participation in the seventh U.S. exhibit at 

"AUTOVAK ‘91," March 18-23, 1991, in Amsterdam. 


Sporting Goods: Strong economic growth, high national income, and 
generous vacation benefits make the Netherlands an attractive market for 
U.S. exporters of sporting goods and recreational equipment. In 1988, 
the total market for sporting goods amounted to $425 million. The 
projected growth rate over the next three years is estimated at 
approximately 5 percent. U.S. companies in this field are encouraged to 
participate in the Matchmaker Benelux 90 Trade Mission for Recreational 
Equipment, Leisure Apparel & Athletic Shoes, Brussels, Belgium and 
Amsterdam, June 10-15, 1990. 


To obtain additional information on these events, or on exporting to the 
Netherlands, American exporters are encouraged to contact: 


Harrison B. Sherwood Boyce Fitzpatrick 

Senior Commercial Officer Netherlands Desk/Room H-3043 
Commercial Section U.S. Department of Commerce 
American Embassy, The Hague 14th Street & Constitution Ave., NW 
APO New York 09159-3071 Washington, DC 20230 

Tel.: 011-31-70-3624911 Tel.: (202) 377-5401 


1990 CALENDAR OF TRADE EVENTS IN THE NETHERLANDS 


May 5-8, 1990 INTERCLEAN 90 (Industrial Cleaning, Maintenance 
and Building Services Trade Fair) Amsterdam 


May 29-31, 1990 Europe Software Trade Fair, Utrecht 

June 13-15, 1990 Matchmaker Benelux 90 (Trade Mission for 
Recreational Equipment, Leisure Apparel & 
Athletic Shoes), Brussels & Amsterdam 


June 25-29, 1990 Amsterdam Biotechnology ’90 (Trade Fair) 
Amsterdam 


June 29-July 1, 1990 European Fishing Tackle Trade Exhibition 
(EFTTEX ’90), Amsterdam 


September 10-14, 1990 Aquatech (Water Pollution Control Trade 
Fair), Amsterdam 


October 28-31, 1990 Efficiency Beurs (Trade fair), Amsterdam 


December 11-14, 1990 EuroComm 89, (Telecommunications Trade Fair), 
Amsterdam 








